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Ernie Bryan: Welcome to Safeguarding Your Business. I'm excited to have on the podcast 
today Pramod Patel. Pramod, welcome to the show. 

Pramod Patel: Oh, thank you for having me. I really appreciate it. 

Ernie Bryan: Our pleasure. Pramod is the CEO of Just Elementary Incorporated and a 
division manager for the business brokerage arm of the corporation. Pramod 
has been active in business brokerage for 13 years specializing in helping 
business exit their businesses for top dollar to qualified buyers. With the 
philosophy of begin with end in mind, Pramod helps business owners focus 
on extra strategy planning and implementation and three key areas; 
operational efficiency, organizational structure, occupancy cost management, 
leasing, financing and business valuation. Among the benefits that clients 
have gained from the exit planning has been more profitability, renewed and 
sustainable enjoyment of the business and substantial growth and revenue. 

 Pramod I have given our listeners a little bit of information about you. Please 
take a moment to tell us more about yourself and your line of work. 

Pramod Patel: As you mentioned, the primary line of work that I'm responsible for the 
company which is my company, which is helping business owners plan for 
and execute the exit of their business and always it involves working with 
buyers as well. I work with clients on both sides. 

Ernie Bryan: Fantastic. Just so you know, the listeners here at Safe Nation could be future 
clients of yours here. We represent small business owners, home-based 
businesses, entrepreneurs, online entrepreneurs, solopreneurs and the 
"wantrepreneurs." We definitely appreciate experts, especially some stuff 
coming on, the podcast this year, actionable intelligence that's very important 
to our business development, growth and protection.  

 Pramod, I know that you have the expertise and business transactions. We 
definitely like to talk and explore that more from the seller's perspective in a 
buy-sell transaction, some of the dos and don'ts. If that's okay with you, I'd 
like to get started. 
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Pramod Patel: Let's do it. 

Ernie Bryan: Maybe you could share with us some basic definition here. I know there are 
some terms have thrown around and some of them not interchangeable. 
What's the difference between valuation and an appraisal? 

Pramod Patel: Appraisal is a term used for determining the value of tangible objects. That 
would be obviously used in real estate whether it's just a land or a property 
with a building on it. It often is used for businesses, but a technical term really 
for business valuation.  

 The place where you would see appraisal and businesses, obviously 
businesses have tangible equipment. You may have a manufacturing 
company with a lot of heavy-duty CNC machines or services, a lot of heavy-
duty trucks. Also, you get those trucks or those manufacturing machines 
appraised. That's just a value of those machines and equipment so that the 
business itself obviously has more value. Then that's where we would use the 
term business valuation. 

Ernie Bryan: Great. Then as business owners, when would be the right time to get our 
business valuation completed? 

Pramod Patel: Obviously, a good time to get your business valuation complete is when 
you're contemplating selling. That would be if you're looking to do it the next 
few months. Honestly, the great time to do it is actually in the present 
moment. Part of the reason why is that when you get a business valuation, 
especially from somebody that's in the industry that I'm in, we look at it from 
the perspective of, "Okay, what do we see in the business that’s increasing 
the value? Then what do we see in the business as decreasing the value?" 
The value to the client would be let's say they are three, four, five, six years 
away from wanting to sell. They can find out with this report what's holding the 
value down and they've got the time now to implement the changes 
necessary to increase the value of the business, which has a nice side benefit 
of if the business also is more valuable. It's probably because it's being better, 
more smoothly, more current. What you find is, and I found out with, as many 
clients have helped with this process is they all suddenly love their business 
again because they're not stressed out 24/7 because things are delegated, 
things are properly run. 

 Yeah, I would say now is always a great time to get it because you can 
always do stuff with your business where they're going to be in it for six more 
months, six more years or 60 more years. 
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Ernie Bryan: I see. About the business valuation, are there different formulas that are 
used? 

Pramod Patel: There's quite a few different formulas. In an interview with Ace Chapman a 
few weeks back, I was definitely interested in what he had to say because he 
was really on point when it came from the buyer's perspective what you want 
to do with the business, which was he tried to sell it at two times your free 
cash flow.  

 Now, the thing is it isn't as simple as saying, "Every business are worth two 
times its profit because that honestly varies by every industry. Some 
industries command a multiplier of two and a half, three times, maybe even 
more for some industries. Then there are other industries that command a 
lower multiple, like one multiple, one recorder multiple. That's not even getting 
the form. That's just saying a basic multiplier, which is what we use as a rule 
of thumb to gauge like what we call a sanity check. If we say the rule of thumb 
for this industry, it's two and a half times profit, then we can say, "Okay, 
based in the profit it's maybe you're going to be worth X." Then so many of 
the formulas that we use in a business valuation that factor into it. There's 
many. I personally use about six different chances and there's eight different 
formulas. 

 In most cases, only two or three of them apply for that particular business. 
Then the next business I might do, it might be another two or three different 
ones that apply. To explain it, it's simple but it's not. For example, if I have two 
manufacturing companies that do the exact same thing but one does 20 
million in revenue, it has an EBITDA of 3 million, that's going to get ... I might 
use different formulas for that in the same company and the same products 
but only doing 4 million revenue and 400,000 in profit. They're not going to get 
the same factors because it's totally a different scale.  

 What Ace mentioned in an interview, definitely was a good ballpark. That's 
why case by case, you really have to study each case individually to get the 
actual value. 

Ernie Bryan: Let's move in to the selling process. You're looking to sell your business here, 
what are some of the steps that you would recommend a business owner 
take? 

Pramod Patel: The number one factor whether a business is going to sell or not really, does 
come to the owner or the owners that are involved and what their motivation 
is. If it's just that they're tired and they’ve had enough, usually that isn't 
enough of a motivator to then pull the trigger. It's the truth. It's like I get a lot of 
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people who I've talked to, either they found me or I found them and say, "I'm 
fed up with my business. I've been here 20 years." I just want out. 

 I look at the numbers. I give him the ballpark when is it and they're like, 
"That's it?" They're like, "I can stay here for another year and a half and make 
that much money and just running the business. You have to pay taxes on 
what you sell for, capital gains, right? I told him, "Yeah, it's your choice. Do 
you want to stay? We had enough if you want it out." 

 In those cases then, sometimes I've had situations where I gave them 
valuation, I point out what's not working and what's dragging the valuation 
down. Maybe 30 or 40% of the time, those clients have actually gone ahead 
and made the attempt to implement the changes. A few of those have then 
actually become success story where they're like, "My god, I love my 
business now. It's so much better," which is great for me because my 
philosophy always with people is give people the truth, help them out as much 
as you can. Maybe it's not going to be any immediate sell for me now, but I'm 
planning on making business for a long time. Ten, fifteen years from now, I'm 
still going to be here. 

 In the meanwhile, it's good because they're happy. You've been honest with 
them and they tell their friends. People in business have friends and other 
business people. It's good.  

 To get back to motivation, it's a situation where it's just that you're tired and 
you fell burned out but you're not forced to, then likely you're not going to. I 
always want to sit down with clients when they find me, right? Find them, ask 
them why do you want to sell. That should be a very legitimate reason. If it 
isn't, then I tell them, "Okay, wait till you're really ready ultimately."  

Ernie Bryan: Do you have any examples of a legitimate reason that you've come across? 

Pramod Patel: Yeah, I'll tell you. The similar clients I've worked in the past that I've helped to 
sell, a few of the times that has been legitimate reasons where they've had a 
legitimate move plan, one gentleman that I sold a business for, he was 
moving out of state and him and his whole family had to plan it by state 
they're going to be out. We said, "Hey, I need to sell it. I need to sell it for 
market price or even a little bit less because we need to be out by a certain 
date because my family told me if I don't have it sold by then, they're going 
without me and I don't want to be here by myself."  

 I know of situation that's unfortunate, but I've had a few people that have 
health problems. Once you have a health problem, that's pretty serious. You 
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don't waste time anymore. I got to get it done now for whatever the fair pricing 
go.  

 The legitimate retirement, I've got a few older clients that had a spouse retire 
from their job. It's like, "Okay, we want to do our retired thing now." "Okay, 
perfect. Now you've got a motivation because your spouse is at home and 
you want to go join them and go travel, do whatever." 

Ernie Bryan: What would be a reason that you're with ... perhaps network with the client? 
No legitimate reason, I guess. 

Pramod Patel: Yeah. What I learned early in my career in this industry is if somebody's 
selling a business and they've got a firm bottom line, like "Okay, I need to get 
X or I'm not going to sell." Then if that X is not legitimate. For example, in the 
sense that let's say a business is worth a million dollars, for example, but 
they're telling me they will not sell unless they get. They won't take one penny 
less than 2 million. I told them, "Look, here's some other people I know in the 
business. Why don't you call them?" I'm not going to be. I hope you get that 
number because I think market price is a million. Maybe if we set everything 
up right, we might get a small premium of 5, 10%, but I'm not going to get you 
100% premium because that doesn't make economic sense. 

 Those are situations that I avoid now where a client just doesn't have real 
estate expectations. That's where the valuation comes in handy. If you get a 
third-party valuation that has no stake in what the value the business comes 
out to, then they're going to be honest with you and say, "Okay, your business 
is worth X." "I wanted Y." If you want to get Y instead of X, then you got to do 
this 15 things or 5 things, whatever it maybe to get to that level. 

Ernie Bryan: You determine the motivation of this seller, you decided to work with a client. 
What's the next step in the selling process? 

Pramod Patel: Once we found a client that’s ready, that says, "Okay, I have a legitimate 
reason. I'm definitely motivated. I'm willing to work with you and I want to sell 
and find a buyer," then we prep the business for sale. That's definitely a multi-
steps thing. I'll start with some of the basics, which are when you have a 
business and you establish for many years, at least 10 or more years, 
typically, a lot of stuff tends to pile up. Some people aren't good about 
keeping things tidy and organized. Yeah, sometimes outdated equipment that 
people will hang on to that isn't really functioning in the business but it's just 
there because, "Hey, I bought it for so much and it still worth something even 
if I already used it." Okay? 
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 That needs to be liquidated for cash. Liquidating that for cash, there are two 
purposes, which is, one, it brings you cash in the business but it also freeze 
up space. If you free up space in your business, you need to bring in some 
additional equipment that can maybe serve you better or room for additional 
inventory or you can move to a smaller space. If you move to a smaller space, 
your rent is less. What happens to your bottom line? Your bottom line goes up 
because your rent went down.  

 It's a win-win and it's not just equipment. That can also happen with inventory. 
I can tell you, I definitely met with quite a few clients over the years that have 
had either distribution businesses with an ample lot of inventory, they're like, 
"Okay, here's the stuff that moves that turns over every, whatever, four to six 
weeks for distribution company." Then here's this other stuff over there I 
bought. I got a really good deal on it, but I don't really sell much of it. It's there. 
I spent $5, $10,000 for it and it's really worth $100,000 if I sold it off. I asked 
him, "How many have you sold?" "Oh, I've already sold one unit in one year." 
Okay. Then it's time to liquidate that because it's just waste in space, right? A 
buyer doesn't want to buy it because if a buyer buys that inventory and it's not 
moving for them, that's really called sunk money. It's dead money. It's not 
moving. Buyers don’t want to pay for something that's not going to make the 
money. You've got to get rid of that. 

 That's the basic step number one. Get rid of all that excess inventory and 
equipment. Once that's done, these might be going on simultaneously. 
Another thing that needs to get done or taken care of is that sometimes an 
honor, and you probably experienced this, we've all experienced this, when 
you're starting a business, you wear all the hats. 

Ernie Bryan: Sure. 

Pramod Patel: Sometimes if you don't have a good vision and a good plan, you still are 
wearing all the hats even 10 years later even though the business is up and 
running because that's just the way you've always done it. For buyers, what 
they're looking for is when they buy a business that when they walk in they're 
going to be able to successfully run it from day one. If the honor is wearing 
ten hats instead of one owner's hat, that means that fewer buyers are going to 
be able to hand all those ten tasks just as good as an owner can. The current 
owner does. It's going to make it less appealing to buyers. The less appealing 
you are to buyers ... this is simple supply and demand. If your business is less 
appealing to buyers because of the way it's setup, given a smaller buyer poll, 
smaller buyer demand means a lower price. 

 That's what I was alluding to earlier, which is when business owners set it up 
properly so that it runs tasks or well organized, as production manager, I need 
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productions; sales manager, I need sales. Instead of the owner middling 
everywhere, buyers look at it and say, "You know what? I can step in here. I 
can run this, which means that I'm more likely to make an offer your market to 
setup business for what you want." 

Ernie Bryan: Getting those systems in place, I guess, to make sure that as Michael Gerber 
would say in his E-Myth book there. You're working on your business as 
opposed to in your business, correct? Right? 

Pramod Patel: Bingo! Yeah. Exactly. The E-Myth by Michael Gerber is fantastic, and that's 
the exact phrase, which is work on your business, not work in your business. 
When you're starting it, I don't blame people because when you're starting it, 
you have to do both. It's just that you have to transition out. Not everybody 
does that, so I definitely work with a few different consultants that help with 
operational strategy that I'll bring in on some complicated projects and say, 
"Hey, here, talk to so and so. Here's what's going on. Here's what needs to 
get done. Help Mr. Business Owner implements this because there's no way 
we're going to be able to find a buyer until this happens. 

 You're right. 

Ernie Bryan: Okay. What about next? 

Pramod Patel: A couple of other things that you can definitely get to is obviously if you have 
employees that are headaches, yeah, it happens. It's just natural. You need to 
get rid of them. Now, it's a delicate balance. If you're trying to sell, you don't 
want to short stock yourself. Honestly, if you have problem employees, the 
minute you let them go, it's just going to make everything better. The same 
thing can be said for customers. Sometimes people are loath to let go of a 
customer because that's revenue, but if you find ... a lot of business owners 
find, and it's easy. They even know it. I ask most of the clients. I say, "Okay, 
discover your customer base. Do you have headache customers?" "Yeah, we 
got this customer. They don’t pay on time. They're always calling for returns 
or customer service." I ask them, "Aren't they a drain on your resources?" 
They're like, "Yes." "Okay then, why do you keep them?" "It's just because of 
the revenue." No. You always want good revenue. If they're dragging down 
your margins, buyer sees that on the PNL and I'll see that on the valuation 
and say, "Look, it's right here." 

 Get rid of headache customers or the headache employees because buyers 
want to walk in to something that's run well with less headaches. 
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Ernie Bryan: Now, getting rid of trouble and employees, obviously, you want to make sure 
you don't run and fall of any type of unfair practice, and things of that nature, 
right? 

Pramod Patel: Right. Definitely, follow all the labor laws. If you don't have a good in-house 
HR person, there's definitely good HR consultants and I work with a few as 
well that are ... they stay on top of this and there's a couple in particular that I 
work with that are ... that's their expertise is they help you fire people and they 
help you do it in a way that you don't have trouble. Yeah. Nobody gets in the 
business to fire people. Yeah. We all get in the business. I'm a business 
owner just like you. We all get in the business to make money and to 
accomplish in specific task. Firing people isn't one of the things we got into 
this for. 

 If you're not an expert, then definitely bring in. Bring in some experts because 
the last thing you want is some pending lawsuits hanging over your head 
because buyers will not want any piece of that. They'll run for the hills 
because they'll put their money somewhere else. Yeah. 

 One important thing that I haven't mentioned yet that I want to mention, which 
is the accounts receivable. A lot of times small businesses, especially those 
that had start from scratch. They have a close relationship with a lot of their 
customers. With long-term customers, they get a little bit slack on saying, 
"Okay, they pay." They don't pay. Customers just work with a couple of weeks 
ago. We went through their AR reports and they're like, "Oh my god, I'm four 
months behind collecting on some customers." I said, "You have 30-day 
terms. You have 120 days out."  

 Again, if you get caught up on your AR, it's good in all fronts. Okay? It's good 
in the fact that it's more cash flow for your business upfront but then also 
customers need to pay because when the new owner comes in, the new 
owner is going to be like, "Hey, why haven't they paid in three months?" The 
new owner doesn't want to deal with those headaches. The want the ones 
customer that are paying on time, 30 days or less if they have enough 30 
terms, right?" That's very important and it's good. It's good for your business 
because it's just a way to also help with our bad customers because 
sometimes they have customers that are dragging and they don't want to pay. 
Look, they don't want to pay because they're good customers. Get rid of them 
and increase your margins. I think that's definitely a key. 

Ernie Bryan: What are some other steps here that is part of the selling process? 

Pramod Patel: That was getting the business in shape to sell, okay? Once that's in place and 
even Ace mentioned in that interview. Great interview, by the way. For those 
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people who haven't listened to it, definitely go back and listen to that interview 
with Ace Chapman from the other perspective, which is from the buyer side. It 
was fantastic. Yeah, it's confidentiality, something he brought up, which is 
very important. When a business owner is wanting their business, they don't 
want their customers to find out they're contemplating a sale. They don't want 
competitors to find out, obviously, because they don't want to take advantage 
of that and you don't necessarily want employees to find out because you 
may have a good employee leave thinking, "Okay, maybe the new owner 
doesn't want me around, so I better go get a job now with other competitors 
because they've been asking me to join them for months now. I have a stable 
position."  

 Confidentiality is really key. That's where ... yeah, somebody using a business 
broker or a brokerage like mine can come in handy because we are going to 
do the marketing for the owners in a confidential fashion so when we're 
talking to people they don't know that I'm working with certain business owner 
and we can have some paperwork that's prepared that has very tippy 
language for a non-disclosure agreement. When that stuff gets signed, then 
we've got a party that's agreed to keep everything confidential when they've 
got it right so that it's there. Plus, we can also do some indirect solicitation 
where others, especially in the B2B space, you may have one manufacturing 
company looking to sell, well then I can go knock on doors to whether related 
manufacturers would say, "By the way, would you like to add on this product 
line or this capacity?" If you're serious about adding it on, get back to me. I 
have an opportunity for you. 

 If you're the owner doing that yourself, they'll know who you are. "Oh, I'm Jim 
from Jim's Manufacturing." You can't do that yourself. That's where we can 
come in and we can do things very confidentially. As we source buyers, we're 
here to help facilitate negotiations. That's also a very terrible thing because, 
again, so much has to be exposed during due diligence. If you don't have 
good intermediaries in the middle, you might expose too much. You might 
give away trade secret and then your buyer may say, "You know what? Now 
that I know what the trade secrets are instead of spending X for the business, 
now I'm going to go compete some other way."  

 Most days we require and escrow. Once we negotiated a contract, we open 
escrow. Then even during escrow, it's still very important to manage the 
process when do you notify the employees, when do you notify the 
customers. If you notify them all, a lot of times that'll just be a very seamless 
transition. The new buyer will do a DBA with the same business name so the 
customers won't even know, which is what you want because you don't want 
to rock the boat. Buyers don't want to have customers saying, "Oh my god, 
who is this new person? Maybe we'll go with other people. Could we know 
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them? They've been bugging us to get them their business for years. We'll 
give it to them now because we don't know this new person."  

 Managing the process is really important. 

Ernie Bryan: Of course, as we're getting closer to completing the sale, then I guess you all 
have service to the new owners to train them when in your process as well, 
correct? 

Pramod Patel: Correct. This gets back into managing the whole process during due 
diligence. Again, you don’t want to give away important trait secrets before 
the money has been handed over. This is where every situation is so 
different. Sometimes a customer list needs to be protected really well that it 
has been a last thing given before deals get contingent. Training is probably 
another one too because once you're training your buyer, you train them 
before they paid you. Maybe they'll go do something else. You obviously want 
to do the training afterwards, which is the normal customary thing anyway. 
Yeah, you definitely do that and that’s part of the race, usually.  

 One important thing is in some situations, I've had an owner who's all of a 
sudden now they don't own the business anymore. They're freed from the 
ownership responsibilities. I've had a few situations where I've had an owner 
stick around on a consulting basis and they become rock star sales people for 
the buyers because the owner now doesn't worry about payrolls and worry 
about HR issues, he doesn't worry about the bank. All they do is get to go 
glad handle a customer and smooth customers. They love doing that. It's like, 
"Hey, I get to talk to my customers running with headaches." That's also a 
good thing for a buyer to consider that if there's an opportunity that the owner 
might be able to stick around as a good salesperson for you, boom, that’s it. 
That's an extra hidden value to the business that isn't there and conflicted in 
the price because we price businesses assuming the owner is going to leave 
and not be able to contribute to you. Training is important. It's a good thing to 
develop a good relationship with the people you're buying the business from. 

Ernie Bryan:  As we're winding down here, what about the non-compete clause? If you 
come across that where our owner sells a business and then the buyer want 
to make sure you don't hang out your shingles tomorrow and start competing 
with me here from day one. 

Pramod Patel: Right. Each state is different than how they handle non-competes. For 
example, in California, the non-compete agreements, basically the way 
they've been enforced in the court is you can stop an owner who you buy the 
business from opening other business. It was not the piece that we tend to 
write into contracts or written that way. For example, if they need to go work 
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and they're going to be working in an industry, you can't stop somebody from 
working. It's important to have a good non-compete clause. Obviously, 
consult attorneys on all of this, including the whole purchase. 

 Before you even think about non-compete clause, that's where the motivation 
of sellers is really important. You need to make sure that they've got a 
genuine reason that they're selling and they've got a genuine plan for after the 
sale. They're really genuinely going to be retiring and jumping in a motor 
home and travelling the country or they're really going to be moving to Aruba 
or they're going to be then involved in ... whatever else it may be.  

 It's important to personally understand what they want to do afterwards and 
then obviously to have a nice non-compete agreement to go along with it. 

Ernie Bryan: All right. Great information. This has been very educational. So Pramod, our 
business owners like yourself, we do continue education and we try to stay 
aggressive with what's going on. Do you have any resource that you can 
share with our listeners? 

Pramod Patel: Oh, definitely. Yeah. I would recommend a couple of things, all the articles I 
write for the company website are pretty much mine. I cover alot of topics; exit 
strategy, leasing, business valuations. I would definitely recommend. We 
actually didn’t even touch on franchising.  That's a whole another aspect of 
buying and selling businesses. I would recommend the website, which is a 
blog, which is Just, J-U-S-T, Elementary.com. Then I also put a lot of topics 
on YouTube. Either I talk at networking groups or at seminars. That would be 
the YouTube page at YouTube.com/user/justelementary. 

Ernie Bryan: Actually, you can find anything that we've been talking about today in today's 
episode at SafeguardingYourBusiness.com/pramodpatel. Pramod, I definitely 
enjoyed this interview. Thanks again for your time and for sharing your 
expertise. Please share the best way that our SafeNation listeners could find 
you and find out more. 

Pramod Patel: Yeah. Either by phone or email is probably the easiest. The number to reach 
me here at the office is 888-926-9193 and then by email, 
cs@justelementary.com. 

Ernie Bryan: Again, all this information, the links, Pramod's contact, his recommendation 
will be in the show note Safeguardingyourbusiness.com/pramodpatel. 
Pramod, we salute you and thanks again for your time, for coming on the 
show. I really appreciate it. 

Pramod Patel: Hey, Ernie, I really appreciate. Thank you so much for having me. 
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Ernie Bryan: All right. Then take care. 

Pramod Patel: Take care. 

 

 

 


